CERTIFIED HARIL
Deaar Applicant:

We have completed our review of your application for recognition of exeaption
from federal income tax under section 501{c) (7} of the Internal Revenue Code.

The evidence /submitted indicates that you were incorporated NN,
under the laws of I . 7h: purpose for which the
Corpoeration is forméed is exclusively for pleasure, recreation and other
similar nonprofitable purposes and to promote the hunting of foxes by horse
and honnd in [NNNGE T :» B, tc ovn,
paintain, operate and hunt a pack of foxhounds and suchk hunt horses as may be
incidental thereto and to employ huntsmen, vhippers-in and other employees to
hunt and care for said foxhounds and hunt horsses.

Your actiwities, as stated in your aspplivation. include promoting and
advancing the sport of foxhunting.

Income to support this activities cowes from various fundraisers. The largast
fundraiser ig the point-to-point races. This includes z one-day prograa of
racing, some on the flat and scme over hurdles. There is a race in
traditional hunt gear and a hound race and 2 mule race. These events are open
to the public. Funds from this function come from the sale of parking places,
sale of advertising and programs.

other fund raising events includs a silent auction, a horse show whare the
general public 1s encouraged to attend and a trail ride &nd picnic where the
public is alsc encouraged to attend.

Income from this event totalled SN i» I 7ron the NN ;2
SHEEM from the spring trail tide, SHEM from the fall trail ride, SHEM from the
horse show and SHEEEM from miscellaneous source. Approximately Hls of yrur
organization's income during il care from these =ources.

Section 501{c){7) of the Internal Revemi¢ Ccd: provides for the exemption from
federal income tax of clubs organized and cperated exclusively for pleasure,
recreation. and other nonprofitable purpones, no part of the net earnings of
which inures to the benefit of any privat: shareholder or individual.



Section 1.501(c) (7) of the Incomz Tax Regulations relating to the exemption of
social clubs under section 501(a) of the Iatarnzl Revenne Code rzads as
£0lliows:

The exesphior provided by section 501 (a) for organizations described inm
section S01i(r) (7} appiies only to clubs which ars organized and operated
exclusively for plessure, recreation and other nonprofitable purposes, but
does not apply to any club if any part of ite net earnings inures to the
benefit of any private shargholder or individual. In general, thig axesption
extends tec gocial and recreationsl c¢lubs vwhich are supported solely by
pembership feea, dues and z2ssessments.

A club whick engages in busipesz, such as making its social and recreational
facilities available to the generzl public. or by selling real estate, timber
or other products is nct orgamized and operated exclusively for pleasure and
recrestion. Solicitsation by advertiszement or cothuiwise for public patronage
of ite facilities 1s prima facie evidence thgt the club is engaging in a
business snd is not being operated exclusively for pleasure, recreation or
social purposes.

Public Law 94-568, as extlained in Senate Report No. 94-1318, published in
Cunmulative Bulletin 1976-2, page 597, provides that a club exempt from
taxation and described in section 50i{c) {7} is tc be parmitted tc receive up
to 35% of its gross receipts frox a combination of investment incore and
receipts from non-members {from the use of its facilities or services) so long
a3 the latter d¢ not represent more than 15 percant of ‘he total receipts. It
is further stated that if an organization excesds these limits. all of the
facts and circumstances mus? be considered in determining whether the

Ravenue Ruling 68-119, published in Cumulative Bulletin 1968-1, page 268,
holds that a club will not necessarily Yo3e its exempt status if it derives
income from other than bona fide members and their guests, or if the general
public on occasiocn is permitted to participate in its affairs, provided such
participation in incidental to and ia furtherance of its general club purpose
and the irncome therefrom doee not inure (v members. The equastrian clud
considered im this ruling held an annual steepiechase which was open to the
generzl public. Prize money was paid from entry fees paid by participants and
general expsnses of the meet were paid from admissions and sale of vrograms
and refreshments. The club distribuvted anv net proceeds from the meet to
charity. Therefore, it was held the meet was not operated tc make a profit,
and the income from non-members did not inure to the benefit of members. The
club’s zxemption was not jeopardized by ncn-members participation in its
annvai meet.



Our revievy of the application submitted shows that your non-member income is
zpproxisately H% of your total income. This amount exceeds the permissible
amounts under section 501{(c)}{7) of the Code,.

Based on the i1nformation submitted, your organization does not meet the
requirements to be exempt under sectiom 501{¢}(7) sipce your non-member
income exceeds the limits set by Public Law %4-568 and is more than 15% of
your tctal receipts. WYe have alsc determinsd that your net income inures to
the benefit of club membars.

Thersfore, you are a taxable antity and are redqrired to file federal income
tax returrs on Form 1120.

If vou do not agree with our derermination, you may reguest consideration of
thiz matter by the O0ffice of Regional Director of Appeals. To do this you
should file a written appeal as explained in the enclosed Publication 892.
Your azppeal should give the facts, lav, and any other inforwation to suppert
vour position. If you want a hearing, please request it when your file your
appeal and you will be contacted %o arrange a date. The hearing may be held
at the regional office, or, it you request, at any mutually convenient
district office. If you will be represented by someone who is not one of your
principal officers, that person vwill need to file a power of attorney or tax
inforeation aunthorization with us.

If yvoeu 40 not appeal this determination within 30 days from the date of this
letter, as explainea in Publication 892, this letter will become cur final
determination of this matter.

Sincerely yours,
LT

L]
v

District Director

Enclosure: Publication 892



